
VIRGI SIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

Affected by Well Number CMB I AA-9, VGOB 0430-116 in th:
South Gamdy Magisterial District of Buchanan County, Virginia

This cause came on this 30th day of April, 1991, upon the

application of Oxy USA, Inc. requesting that this Board >col the

interests of well operators in the 80-acre (plus a tole;.ance of

154) drilling units established for the Oakwood Coalbed Methane

Field in t:xe South Grundy Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application herei:i and of

the time, date and place of the hearing thereon was :.uly and

properly given to each well operator of record having an i.,nterest

in the occluded coalbed methane gas below the Tiller seam of coal

underlying the tracts within the drilling unit covered h hereby as

required Ly Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted inquiry into the sufficiency of Oxy USA, Inc.' search

to determine the names and whereabouts of well operators who may

be affected by the pooling of occluded coalbed methane c ss below

the Tiller seam of coal in the drilling unit involved herein. The

Board finds that Oxy USA, Inc. has exercised due diligenc» and has

conducted a meaningful search of reasonably available sources at
hand, including, but not limited to, grantor/grantee indexes, deed

books, will records, tax records, local telephone books an: has had

conversations and correspondence with interested parties. The
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Board her >by approves the notice given, by publicat Lon and

otherwise, as meeting the statutory requirements, rule< of the

Board and ainimum standards of state and federal due proc .ss, and

finds that notice has been given in all respects as requir~.i by law

and the ruLes of this Board.

Based upon the evidence presented, the Board finds I.hat the

following named persons may be owners of occluded coalbed methane

gas interests below the Tiller seam of coal, which 6 se held

pursuant to a lease or other agreement, in the drillisg unit

involved herein who have not voluntarily agreed to pool their

interests:.n this unit for its development and operation:

1. Itussell E. Price, successors or assigns, Address Unknown

2. I[attic L. Price, Box 403, Midland, VA 22728

3. Iiavid W. Price, Box 403, Midland, VA 22728

4. Ifichael W. Price, Box 402, Midland, VA 22728

5. I',d Coleman, P. O. Box 454, Lebanon, VA 24266

6. I'yle Price, P. 0. Box 84, Mavisdale, VA 24627

7. James C. Price, Box 1, Birchleaf, VA 24220

8. Cathy Sears, 4105 Lake Boulevard, Oceanside, CA

Edgar Allen Price, 3609 Pamlico Circle, Norfolk, v 1 23513

12. Virgie A. Maynard, 625 Ellen Road, Newport N
23605

10. Gladys Armes, Address Unknown

11. Nelson Armes, 1195 Dayton Drive, Warminster, PA 18974

ws, VA

13. Pater Jacobsen, 9612 27th Bay Avenue, Norfolk, V I 23518

14. Georgia Armes, Route H, Box 454, Coeburn, VA 24 !30

15. Pauline Jessee, Route H, Box 454, Coeburn, VA 2 [230



16. )onald Armes, Route H, Box 454, Coeburn, VA 242 io

17. I'ean Mullins, Route H, Box 454, Coeburn, VA 242'.'0

18. Gertie Armes, Route 2, Vansant, VA 24656

19. :)illy Armes, Route 2, Box 266U, Cedar Bluff, V

20. kosh Armes, Route 1, Grundy, VA 24614

21,ibis Armes g Madon g NC

22. Helsey Earp, Route 1, Box 768, Boomer, NC 2860~

23. iiohn Decl, Maxie, VA 24628

24609

24. ]hrtha Irene Decl, 375 Huntington Circle, Alp..aretta
( rA 30201

25. lililliam V. Decl, Box 14, Maxie, VA 24628

26. bonnie Armes, Route 2, Oakwood, OH 45873

27. Efullet Armes, Route 2, Box 108, Oakwood, OH 45,~~73

28. 0 . D. Armes, Route 2, Oakwood, OH 45873

29. Ruby Jenkins, 7849 Keys Road, Mt. Vernon, OH 43 050

30. Elva Coleman, Route 1, Vansant, VA 24656

31. Ierman Coleman, 1417 Fairfax Road, Bellevue, NE 68005

32. Eoward Coleman, Route 2, Continental, OH

33. Gladys Blankenship, Route 1, Box 103A, Hurley,

34. Eeatrice Owens, Box 1665, Grundy, VA 24614

35. lucy Looney, P. O. Box 1177, Grundy, VA 24614

36. Sadie Peters, Falis Street, Defiance, OH

37. Nay Shortridge, Box 35, Rowe, VA 24646

38. Charlie E. Street, Route 3, Box 41, Abingdon, V 24210

39. Bad Coleman, P. O. Box 952, Grundy, VA 24614

40. Lsraine Laster, 8443 East Troy Urbana Road, Ca istown,
04 45312



41. Ruth Coleman, P. 0. Box 296, Cedar Bluff, VA ] l609

42. Bichael Coleman, Route 1, Box 682, Poundin y Mill,
FA 24637

43. «ildred Coleman, Route 1, Box 269, Poundiny Mill,
EA 24637

44. Mrry Coleman, Route 1, Box 232, Cleveland, VA,'.4225

45 'Sanda Cook, Route 1, Box 393, Castlewood, VA 24',',24

46. ,agnes Bartee, 6207 Upton Place, Clinton, MD 207: 5

47. ,']lanch Dale, 6202 Parkview Lane, Clinton, MD 20'5
48. ]]ouglas Johnson, Route 1, Box 95-R, Marshall, Vi, 22115

49. ]]elen Faulkner, 12860 Birch Lane, Beaumont, TX '7706

50. ]]atty McClanahan, Route 2, Box 116 A-l, The Pl„ ins, VA
:I2171

51. 1'athy Webb, 9634 Glover Hill Road, Manassas, VA 22110

52. ]'hyllis Durland, 1911 Millersville Pike, LaI caster,
]'A 17603

53. ]I. A. Arms, heirs, devisees, successors or ,Issigns,
i.ddress Unknown

Based upon the evidence presented, the Board finds 1'I]at, in

order to avoid the drilling of unnecessary wells, prev !nt the

various t'ai es of waste and protect the correlative rights, of all
owners and potential owners of occluded coalbed methane clos with

respect to the drilling unit involved herein, the ownI re and

potential owners of occluded coalbed methane gas involved ]Iho have

not heretofore reached an agreement with respect to develop]Ient and

operation of the drilling unit covered hereby shall be reg]Iired to

pool their coalbed methane gas interests below the Tiller 'earn of

coal for th a development of this drilling unit, upon the te nas and
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conditions set out in this order, all of which terms and cciaditions

are found, after consideration of the evidence presented in this

cause, to be supported by substantial evidence and to lie just,
reasonable and equitable and such as will afford each occluded

coalbed methane gas owner and potential owner in this ,.nit the

opportunit( to recover or receive just and equitable ,:hare of

production from this unit.

Based upon the evidence presented at the public he:ring in

this matte ., the Virginia Gas and Oil Board orders as fol:.ows:

(1) '..'he interests of well operators, as named above, in this

80-acre (w:.th a tolerance of 15%) drilling unit establishmi( in the

lands invo] ved herein for the Oakwood Coalbed Methane Gas P .eld are

hereby pooled for the development and operation of this un..t. Oxy

USA, Inc., is hereby authorized to drill, complete and o,crate a

well in tliis drilling unit so as to produce occluded coalbed

methane gas from the pooled acreage, consistent with the ti rms and

provisions of its applicable well work permit and the OakwoIid Field

Rules.

(2) Each owner or potential owner of occluded coalbed methane

gas below the Tiller seam of coal involved herein, other i,'han Oxy

USA, Inc., shall, within 30 calendar days after the date of mailing

this Order, deliver to Oxy USA, Inc., P. O. Drawer Q, Ri<'.hlands,

VA 24634, a written election either to participate in the

operation of the well covered hereby or to exercise suiih well

operator's right of election under this order as describeci below.

A timely e.'Lection shall be deemed to have been made if a well
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operator cn or before the last day of such 30 calendar day period

has sent sech written election by telegram or telegraph to Oxy USA,

Inc., or has had such written election duly postmarked and has

placed such written election in the United States mai', first
class, poetage prepaid, duly addressed to Oxy USA, Inc., at the

address set forth above. The alternatives afforded to Ae well

operators herein pooled are set forth below.

Each occluded coalbed methane gas well operator or >tential

well opera~:or herein pooled claiming an interest as to the occluded

coalbed me".bane gas below the Tiller seam of coal derived :rom any

tract within the drilling unit involved herein is affo ded the

following options as to such interest:

(a) Particination: To participate in the working :.nterest

in and the development of the occluded coalbed methane g,s below

the Tiller seam of coal in the drilling unit involved hi,rein by

agreeing t) pay such well operator's proportionate part of the

actual cost of drilling, completing, equipping, operating,,lugging

and abandoning of the well covered hereby and by paying as set

forth herein, to Oxy USA, Inc., such owner's proportionate part of

the $255,926.00 estimated cost of drilling, completing, ewiipping,

operating, plugging and abandoning of the proposed well covered

hereby. A participating well operator's proportionate par'of the

anticipated cost of completion and share of the producti >n from

such well s'eall be in the proportion that the number of net nineral

acres in txe unit covered by the occluded coalbed me .ne gas
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rights owred by such party bears to the entire number o>, mineral

acres in this unit; or

(b) Carried interest: In lieu of participating in the

working ii>terest in and the development of the pool in this

drilling unit, as set forth in subparagraph (i) above, to sleet to

share in the operation of the well covered on a carried 1 isis (as

a carried well operator) so that the proportionate pad: of the

actual cost of drilling, completing, equipping, operating, >lugging

and abandk >ning of such well allocable to such carr) id well

operator's interest is charged against such carried well opi>rator>s

share of K>roduction from such well. All of such carr.led well

operator's occluded coalbed methane gas rights below thi! Tiller

seam of coul in the pool in the drilling unit involved herein are

relinquish»d under this order to Oxy USA, Inc. until the
;
roceeds

from the s ile of the share of production from such well ,'ccruing

to such ca>'ried well operator's unleased interest in the rilling

unit involved herein, exclusive of any royalty, ex,ess or

overriding royalty, or other non-operating or non-cost bearing

burden reserved in any lease, assignment thereof or a>;,reement

relating thereto covering such interest, equals three hundred

percent (3004) for a leased interest or two hundred percen, (2004)

for an unleased interest of the share of the cost of dril:,i.ng and

completing the well allocable to the occluded coalbed met)iane gas

interest of such carried well operator; plus one hundred percent

(1004) of Che carried operator's share of the cost of surface

equipment bsyond the wellhead connection of such well alloc,ible to
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the interest of'uch carried well operators giga one hundred

percent (],004) of the share of the cost of operating a sch well

allocable to the occluded coalbed methane gas interest of such

carried well operator. Such carried well operator's propo etionate

part of tlute costs of, and the production from, the well covered

hereby is to be in the proportion that the number of net mineral

acres in ".he unit covered by the occluded coalbed met.ane gas

interest oned or potentially owned by such carried well operator

bears to tee entire number of mineral acres in such unit. During

the periof of time Oxy USA, Inc. is entitled to rece.lve such

carried wi ill operator ' share of production or the
I
proceeds

therefrom, Oxy USA, Inc. shall pay all applicable prailuction,

severance, excise, gathering and any other taxes based upon or

measured b]~ the value or amount of production and shall se iarately

calculate «nd pay to such carried well operator for paymez: to the

appropriato owner any royalty, excess or overriding royalt> and any

other non-operating or non-cost bearing burden reserved in any

lease, ass:.gnment thereof or agreement relating thereto iihich is
deducted from the share of production of such carrii.d well

operator. Such royalty, excess or overriding royalty an% other

non-operat]ng or non-cost bearing burden is not to be su]:ject to

any charge for operating costs. Payment by Oxy USA, Inc. to such

carried we] 1 operator of any such royalty, excess or overriding

royalty or ether non-operating or non-cost bearing burden shall be

made withir ninety (90) days after the end of the calendc.s month

within which the production subject to such burdens i: sold.
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Within sirky (60) days after the completion of the wel] covered

hereby, Ozy USA, Inc. shall furnish such carried well operator an

inventory of the equipment in and connected to such wel.. and an

itemized statement of the cost of drilling, completing and

equipping such well for production; and for each month th» seafter,

during thai time Oxy USA, Inc. is being reimbursed as )rovided

above, Oxy USA, Inc. shall furnish to such carried well )perator

an itemizei statement of all costs and liabilities incurre i in the

operation vf such well, together with a statement of the Iuantity

of occludei coalbed methane gas produced therefrom and th ~ amount

of proceeds realized from the sale of the production allci:able to

such carried well operator's interest in the unit du] ing the

preceding month. Oxy USA, Inc. shall also furnish to the ':ate Gas

and Oil Inspector, copies of the same statements furnished to each

carried well operator under the provisions hereof. An~i amount

realized from the sale or other disposition of equipmei'C newly

acquired in connection with any operation on the well covered

hereby whii:h would have been owned by such carried well :perator

had such owner participated therein as a participatiiig well

operator shall be credited against the total uncovered well costs

in determii>ing when the interest of such carried well i:perator

shall revezt to such owner as described above. When Oxy U„'A, Inc.

recovers f> om such carried well operator's relinquished :interest

provided for above, the relinquished interest of such carr.ied well

operator shall automatically revert to such owner, and f..om and

after such reversion, such carried well operator shall be Created
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as a part icipating well operator and shall own the same interest

in such well, the material and equipment in or pertainin thereto

and the '!roduction therefrom, as such owner would h ive been

entitled to had such owner participated initialli as a

participat ing well operator in the drilling, comple ing and

equipping of such well; and thereafter, such owner shall b, charged

with and shall pay the owner's proportionate part of th< further

costs of the operation of such well.

(c) Cash Consideration: In lieu of participatini in the

working 1!!terests in and the development of the drill:.ng unit

involved 2 erein, any owner of an unleased interest may !lect to

receive a sum of ONE DOLLAR ($1.00) per net mineral acre !wned by

such ownez, plus a total royalty in the amount of one-e .ghth of

eight-eighths (1/8th of 8/Sths) of the occluded coalbed me1 lane gas

and gas condensate produced from the well covered by thi ! Order,

the same to be delivered into the lease tanks or into the K ipelines

to which Ouch well is connected, free and clear of all costs,

expenses and risks incurred in or in connection with d .illing,
equipping, operating, completing, plugging and abandoning of such

well. Any well operator electing this option shall delivi.r under

this Ordez a net revenue interest of 87.50% of 8/Sths of the

occluded coalbed methane gas and gas condensate produced rom the

well coveri.d by this Order, with such net revenue intere t being

determined by deducting from such owner's share of produclion the

royalty prcvided for immediately above; and provided furth r, that

such royalty of 1/8th of 8/Sths and such net revenue inti!rest of

10
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87.504 of 8/8ths shall be proportionately reduced and pay„ble only

in the proportion that the number of net mineral acrei in the

drilling c.nit covered by the occluded coalbed methane gns rights

owned by such well operator bears to the entire number o:! mineral

acres in this unit; or

(3) In the event a well operator, either an owni r of an

occluded :oalbed methane gas lease or an owner of an unleased

tract, who is subject to the provisions of this Order shall fail
to timely and properly elect, in writing, one of the a]:plicable

options as set forth above, such well operator shall be i eemed to

have elected not to participate in the working interest in the well

covered hereby and shall be deemed to have leased his ini,crest in

the occluced coalbed methane gas to the designated coalbei. methane

gas well operator. In the event a well operator, either an owner

of a lees . interest or an owner of an unleased interest, who is
sub)ect tii the provisions of this Order shall elect to act as a

participating well operator under 2A.(i) or B.(i) above, whichever

is applicc,ble, but thereafter fail or refuse to pay or s:cure the

payment of such well operator's proportionate part of th: cost of

the well covered hereby as set forth in such provisioas, such

election to act as a participating operator under this Or:.er shall

be null and void and such well operator shall become a cari ied well

operator consistent with the terms and provisions of thi: Order.

(4) If any payment of bonus, royalty payment or othei payment

due and owing under this Order cannot be made because tl.e person

entitled thereto cannot be made certain due to conflicti; g claims

11
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of owners)iip and/or a defect or cloud on the title, then i uch cash

bonus, ro) alty payment or other payment shall be depositeil into an

escrow account within one hundred eighty (180) days after the date

of this 0 ."der and shall not be commingled with any func s of the

applicant or unit operator. Such funds shall be held for the

exclusive use of, and sole benefit of, the person entitlei; thereto

until sucl i funds can be paid to such person (s) or th i i holder

relinquish es such funds to the Board as required by la

Board. Attached hereto is a listing of all persons whose

is uncertain.

or the

interest

If any person whose interest is pooled hereby rel uses to

accept the cash bonus consideration or if any such perac,i cannot

be paid the cash bonus, royalty payment or any other payiient due

hereunder for any reason other than the reasons set fort i above,

the unit o')erator may deposit such cash bonus, royalty pa ment or

other payment into an escrow account established in the a

records of unit operator and such funds shall be credited

account fo:. the benefit of such person. Such funds so d

in such encrow account shall be held for the benefit

person(s) i~ntitled thereto until such funds can be paid

person(s) or until they are required to be paid

Commonwealth.

,ounting

to such

posited

of the

to such

to the

Withir thirty (30) days of the expiration of any ,hand all
election periods provided in paragraph 2, the designated operator

shall tend .r to the State Gas and Oil Inspector a n tarized

statement vf all disputed claims, specifically, inclt~ling a

12
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breakdown of the type of interest, mineral ownership and pi,rcentage

of ownership. This statement shall be used in crea:ing and

establishing the escrow accounts required by this Order. If any

changes ir the status of conflicting claims occur, the designated

operator shall immediately notify the State Gas and Oil: nspector

and withiii thirty (30) days submit an amended disputei I claims

statement.

Within 30 days of receipt of a certified copy of tI<e final

legal detenaination of entitlement or upon receipt of an a agreement

signed by all claimants, the Board shall order payment of

and accrued interest from the escrow account described

all persons legally entitled thereto.

(5) ,any well operator involved herein who has not

.incipal

bove to

appeared

in response to the notice of hearing published pursuant to the

provisions of Section 45.1-361.19, Code of Virginia, I )50, as

amended, ajid whose identity or whereabouts remains unkno

conclusion of the hearing in this matter shall be deemed

elected to lease his interest to the coalbed methane to

operator designated to drill as described in paragraph 1, u

same terms and conditions as set forth in paragraph (c
The designated well operator shall deposit into a s

distinct interest-bearing escrow account established

Virginia Gus and Oil Board with the Treasurer of Virg

at the

to have

he well

ader the

above.

parate,

by the

iia all
proceeds attributable to the unknown lessor's interest. J,Ll sums

so deposited shall be held for the unknown lessor's bene .'it and

shall be deisaed unclaimed property and disposed of pursuant to the

13
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Uniform Disposition of Unclaimed Property Act (Section 5-21o.z,

at m-)
(6) Any cash bonus which becomes payable by Oxy 3A, Inc.

under the provisions of 2(c), above, shall be paid or tendered

within th:.rty (30) days after the date of this Order; r rovided,

however, if the owner entitled to such funds releases the same, or

if such wner's interest in the unit involved in this ca se has a

defect or cloud in the title thereto, or if such owner annot be

paid such funds for any reason whatsoever other than the reasons

set forth in paragraph 2 and 3 above. Oxy USA, Inc. ma

(credit) exch funds due such party into an internal escro

establishek in the accounting records of Oxy USA, Inc.

funds shall be credited to such account for the benefit

owner. Such funds so deposited (credited) in such escro

deposit

account

nd such

of such

account

shall be hi>ld for the benefit of the owner entitled therel,o until

such funds can be paid to such owner, or such owner acce ts such

funds, or >intil such title defect or cloud is cured or removed to

the satisGiction of Oxy USA, Inc.

(7) Oxy USA, Inc., in addition to any other rights afforded

such party under the laws of Virginia, shall have a lier~ on the

mineral leasehold estate or rights owned by the othi r well

operators involved herein in the unit covered hereby and upi',n their

shares of tse production from the well covered hereby to thai extent

that costs incurred in the development and operation of the

drilling unit involved herein are a charge against such in

Such liens shall be separable as to each separate well oper

<rests.

:or and
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shall rem!!in a lien until all costs incurred in connection with the

well havo been paid. Upon the failure or refusa] of any

participa".ing well operator to pay such well oIierator's

proportio!tate part of any cost incurred hereunder in c!innection

with the well covered hereby, shall be entitled to re:eive the

share of production from the well accruing to such d! faulting

participat:ing well operator's interest in the unit involvei] herein,

or the pri!ceeds from such share, until such proportionat! part of

such cost has been paid. No part of the production or proceeds

accruing to any participating well operator shall be appli!id toward

payment o:.'osts chargeable to any other interest in s>!ch unit.

If any pa Cicipating well operator fails or refuses to pay such

well operstor's proportionate share of the cost incurred ]!ereunder

in connect ion with the well covered hereby within sixty ',60) days

after rendition of a statement therefore by Oxy USA, Inc., the non-

defaulting participating well operators, including Oxy U!IA„ Inc.,
shall, upon request by Oxy USA, Inc., pay the unpaid amou!'t in the

proportioz that the interest of each such non-defaulting

participating well operator hears to the total interest! of all
such non-ilefaulting well operators. In such event, e!.ch non-

defaulting participating well operator so paying st!:h well

operator's share of the unpaid amount shall, to obtain

reimbursement thereof, be subrogated to the lien rights c,>scribed

above.

(8) Lf the well involved herein has not been commenced as of
the date cf this Order, shall commence or cause to be ci>mmenced

15
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operations on such well within three hundred and sixty-live days

(365) day s from the date of this Order and in any event, shall

continue c r cause to be continued operations under this 0

due dili<[encel otherwise, the provisions thereof

inoperatix e and this Order shall terminate, except for

sums becosiing payable hereunder, unless the time of co

of such oxeration is extended by an Order of the Board.

der with

hall be

my cash

ancement

(9) Oxy USA, Inc. shall, within thirty (30) da

completion, tender to the State Gas and Oil Inspector an

statement reflecting the actual cost of drilling, eq

completing, plugging and abandoning the well. Additional

statements reflecting actual operating costs shall be fu

the State Gas and Oil Inspector on a quarterly basis.

actual costs of drilling, completing, equipping, plu

after

itemized

sipping,

itemized

ished to

If the

Lng and

abandoning the well is different than Oxy USA, Inc.'s es,imates,

appropriate adjustments to the burdens imposed

participat:.ng or carried operator's share shall be made.

each

(10) Oxy USA, Inc. shall cause a certified copy of t s Order

to be mallard to the last known address of each well ope ator as

listed in this Order.

The rslief granted by this Order is to avoid the dri ling of

unnecessary wells, prevent the various types of waste or

coalbed me1ihane gas and protect the correlative rights

owners witt respect to the pools in the drilling unit

herein.

eluded

of all
evolved

16
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Done this, 3/ day of ///~, 1991, b
/

the Virginia Gas and Oil Board.

ority of

Done and performed this . 0/ day of

1991, by c rder of this Board.

Pri~i pal Executivjto t ie Staff,
Efirginia Gas

pbbs
Oi:, Board

17
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State of Virgini.a
C t f W hiigton

!this ~J d P f Alai/ 1991 ~

ore me a notary public in and for the State of Virg,nia
gam ler bein dul sworn did de ose and sa that hi isg y p! Virginia Gas and Oil Board, that he executed the sass and

do so.
g"-1t

'Qdd', 9 g, sion aspires 9/23/92'! /I!Yioiiiss!E

'bf Virginia
E

"
ty of Washington

Acknowledged on this dP YWM 199~
p~~~lly bef<Ire me a notary public in and for th'e State of Virg:, sia

ron 2 tomas Fulmar, being duly sworn did depose and say that hi is
cutLve to the Staff of the Virginia Gas and Oil Board, tha: he
'sam !a was authorised to do so.

ss~
,!$(

4n ex!iree 9/23/92
QI»

.stisiiss'+

VIRGINIA: In tl e Clerk's Office of the Circuit Court of Buchanan Count) The fore-
going instrument w! s this day presented in the office aforesaid and is. toI»ther with the
certificate of acta owledgment annexed, admitted to record this 6th day of JI in, 1991 at
11!35 A .M. Deed Book No. 375 Page No. 758

TESTE: 11 V. Presley, Clerk

UY: Qd,t LS. (II!IKIIU,DEPEYTIEEEI
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